Perils of Mandatory Disclosure
of Interconnection Agreements
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Transit: provides access to all Internet destinations
Peering: provides access only to network’s customers
Alternative Delivery Models

» Content Delivery Networks (CDNS)
» Server Farms



Interconnection Markets are Competitive

Estimated Internet Transit Prices
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Netflix: Cutting Out the Middleman
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Netflix shifts from CDN to transit, via Level 3
Increased volume prompts interconnection dispute with Comcast

Netflix shifts some volume to Cogent
Increased volume prompts interconnection dispute with Verizon

Netflix also builds private CDN
Broadband providers refuse to interconnect at zero cost

Netflix signs direct interconnection agreements
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Netflix: — 1/3 of Peak-Time Traffic

Upstream Downstream Apgregate

Hank Application Share Application Share Application Share
1 BitTorrent 24.53% Netflix 34.21% Metflix 31.09%
2 HTTP 14.27% YouTube 13.19% YouTube 12.18%
3 SSL 6.54% HTTP 11.65% HTTP 11.84%
4 Netflix 6.44% iTunes 3.64% BitTorrent 5.96%

5 YouTube 5.52% SSL 3.42% SSL 3.80%

6 Skype 2.23% BitTorrent 3.40% iTunes 3.33%

7 Facebook 2.17% MPEG 2.85% MPEG 1.62%
8 FaceTime 1.50% Facebook 1.99% Facebook 1.83%

9 Dropbox 1.20% Amazon Video | 1.90% Amazon Video | 1.82%
10 iTunes 1.15% Hulu 1.74% Hulu 1.58%
64.40% 76.24% 74.58%
“Isandvine

Table 2 - Top 10 Peak Period Applications - North America, Fixed Access




“IT]he exchange of price information among competitors
carries with it the added potential for the development of
concerted price-fixing arrangements that lie at the core of

the Sherman Act’s prohibitions.”

United States v. United States Gypsum Co.,
438 U.S. 422, 457 (1978)

“A market typically is more vulnerable to coordinated
conduct if each competitively important firm’s significant
competitive initiatives can be promptly and confidently
observed by...rivals. This is more likely...if the terms

offered to customers are relatively transparent.”
FTC Horizontal Merger Guidelines Sec. 7.2 (2010)



FTC/DOJ Antitrust Guidelines for Collaborations Among
Competitors: When Disclosure May Facilitate Collusion

Information about price
Current Information
Individual Company Data

<
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All three implicated by Interconnection Disclosure



Mechanics of Tacit Collusion
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Concentration of Competitively Important Players
Significant Barriers to Entry
Regular/Frequent Interconnection Agreements

Players are Customers as well as Competitors



Potential Harm Absent Collusion
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Case Studies
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Other Potential Costs of Disclosure
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